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To Our Shareholders: 

For Big Bear Stores Company, the year just ended was a year of substantial 
growth. Both sales and earnings surpassed those of last year. 

SALES AND PROFITS 

Sales for the 52 weeks ended March 1, 1969 came to $156,058,379, an increase 
of 7.4 percent, or $10,810,209 over the previous year, a 53-week business year. 

Net earnings also advanced, with consolidated net after tax increasing 2.3 per¬ 
cent to $2,886,418, being $64,928 more than the previous year. This result was obtained 
after deducting extraordinary expense of $65,766, and the federal surtax of $322,082. Had 
it not been for the surtax the net earnings would have been $3,208,500, or approximately 
25 cents per share additional. 

Net profit per share of common stock was $2.31 (before deducting extraordinary 
expense of 5 cents) in the current year as compared to $2.17 in the previous year, based 
upon the number of shares outstanding at year-end. The corresponding comparison was 
$2.29 to $2.15 based upon the average number of shares outstanding during the year. 

LISTING ON AMERICAN STOCK EXCHANGE 

A number of important steps were taken during the year affecting the capital 
stock and corporate financing. 

Those applicable to stock included listing the Class A common on the American 
Stock Exchange in order to increase the marketability of the stock, among other things. 

The application was approved by the Exchange on December 19, 1968, and 
trading was begun on January 7, 1969. The Class A stockholders were granted voting 
rights. On October 31, 1968, the authorized Class A common stock was increased from 
1,300,000 to 2,000,000 shares, and the authorized Class B common stock was increased 
from 275,000 to 500,000 shares; however, no extra shares have been issued of the increased 
authorization. 

FINANCING 

Those affecting financing included a new issue of $2,500,000.00 of 7% 20-Year 
Debentures due on November 1, 1988; the restrictions on dividends payable from retained 
earnings were reduced by action of the holders of the Sinking Fund Debentures due in 
1974; and 29,880 shares of Class A common stock were purchased from the escrow agent 
under prior agreement. 
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STORE OPERATIONS 

In the area of store operations, we have completed remodelings of eighteen 
existing units entailing the installation of modern equipment in various departments, 
updating of the interior decor of our stores, plus, in a number of instances, the actual 
addition of entirely new departments within the stores themselves, such as complete 
in-store bakeries and delicatessen departments. No effort was spared or detail overlooked 
in bringing to our customers the very finest in convenience, comfort and wide variety. 
This, we feel, is essential if we are to maintain our lead in the many business communities 
in which we operate. In addition, further remodelings of a number of our other existing 
units are currently in the planning stage. 

STORES OPENED AND FUTURE DEVELOPMENT 

New store construction and development saw the opening of a spacious new 
Harts Family Center in Columbus in August of 1968, our initial venture into this market 
for Harts. A second Columbus Harts Family Center will open in the fall of 1969, thus 
bringing our total of these general merchandise discount department stores to seven. 
Big Bear similarly has additional units currently under construction and mid-March will 
see Big Bear open a new supermarket in Jackson, Ohio. A second Big Bear store is 
currently in its initial stages of construction in Westerville, Ohio, a thriving community 
immediately north of Columbus, and is planned for a summer 1969 opening. Other 
locations for Big Bear supermarkets and Harts Discount Department Stores are presently 
being considered. 

NEW MEAT PROCESSING 

High on the list of 1968 accomplishments is the installation of the revolutionary 
new Cryovac Vacuum Pack meat processing operation recently effected at our Big Bear 
meat processing plant in Columbus. Elsewhere in this report is an interesting and infor¬ 
mative article which gives a vivid picture of this valuable addition to our meat marketing. 

ORGANIZATION CHANGES 

Changes have been made in our organizational structure by adding two new 
directors, namely Darold I. Greek, Attorney At Law, and Mary Ruth Brown, bringing the 
total number of directors to five. In addition, David W. Godfrey, Director of Personnel, 
has been added to the Management Committee. 

INCREASED EMPLOYEE BENEFITS 

Again this year the pension benefits of employees were materially increased 
with no cost to the employees. 

All full-time employees now participate in pension plans for which the Company 
absorbs all the costs. 

During the year the Company decided to absorb all costs of group life insurance, 
sickness and accident insurance, hospitalization and major medical insurance, a portion 
of which had previously been paid by the employees, (except for certain management 
executives). 

The total cost to the Company of employee insurance, and pension and profit sharing 
plans during the year was $921,970.00. This amount will increase materially in the coming 
year since the cost of insurance, and increased pension benefits were in effect for only part 
of the year. The Company has thus continued to make additional monetary provision 
for health and welfare benefits as a part of our plan of providing for the future of our 
employees and their families. 

THE FUTURE 

It is indeed a pleasure to make this report of management’s stewardship for 
the past year and in the light of the proven abilities, past performance and loyalty of our 
people, we look forward to the future with continued optimism. 

We wish to take this opportunity to thank our shareholders for their cooperation. 



May 10, 1969 Wayne E. Brown 

President 
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Statistical Summary of Past Two Years 


FOR THE YEARS ENDING IN 



1969 

(52 Weeks) 

1968 

(53 Weeks) 

Sales and other income . 

$156,058,379 

$145,248,170 

Operating income before federal 

income tax . 

5,979,999 

5,193,467 

Federal income tax (after investment credit) 

on operating income . 

3,027,815 

2,369,933 

Net income from operations before 

extraordinary expense . 

2,952,184 

2,823,534 

Net income from operations after 

extraordinary expense . 

2,886,418 

2,821,490 

Preferred dividend provision . 

10,120 

10,120 

Common stock: 

Earnings applicable before 

extraordinary expense . 

$ 2,942,064 

$ 2,813,414 

Earnings applicable after 

extraordinary expense . 

2,876,298 

2,811,370 

Shares outstanding: 

Class B . 

186,766 

186,766 

Class A: 

In escrow . 

29,898 

59,778 

Other outstanding . 

1,053,393 

1,049,828 

Total common shares outstanding. 

1,270,057 

1,296,372 

Earnings per share (before extraordinary 

expenses) based on shares outstanding at 
year-end . 

$ 2.31 

$ 2.17 

Common dividends paid: 

Per share (Note 1) . 

1.00 

1.00 

Super Markets in operation at year end. 

47 

48 

Harts Family Centers in operation at year end. 

6 

5 

Drugs Stores (At independent locations). 

5 

5 


Note 1: This is applicable only to non-escrow common stock and represents the total of the quarterly 
cash dividends paid in each year. 

Dividends on Class A common stock remaining in escrow are restricted to a maximum of 
16%0 per share per calendar year. 
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CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 

FOR THE FISCAL YEAR ENDED MARCH 1, 1969 
WITH COMPARATIVE FIGURES FOR THE FISCAL YEAR ENDED MARCH 2, 1968 



52 Weeks Ended 
March 1, 

1969 

53 Weeks Ended 
March 2, 
1968 

Gross sales and other income . 

$156,058,379 

$145,248,170 

Cost of sales and expenses, excluding depreciation. 

148,149,917 

138,219,044 

Income before depreciation, amortization and 



federal income tax . 

7,908,462 

7,029,126 

Depreciation and amortization . 

1,928,463 

1,835,659 

Operating income before federal income tax. 

5,979,999 

5,193,467 

Federal income tax (after investment credit) (Note C). 

3,027,815 

2,369,933 

Net income before extraordinary expense . 

2,952,184 

2,823,534 

Extraordinary expense: 

Federal income tax surcharge for the period January 1, 



1968 to March 2, 1968, paid in current year. 

(42,214) 


Net cost of listing stock on the 



American Stock Exchange . 

Provision for federal income tax — prior year. 

(23,552) 

(2,044) 

Net income to retained earnings. 

2,886,418 

2,821,490 

Retained earnings at beginning of year. 

15,172,571 

18,058,989 

13,603,769 

16,425,259 

Dividends: 



Paid in cash . 

1,252,801 

1,252,688 

Retained earnings at end of year. 

$ 16,806,188 

$ 15,172,571 

PER SHARE OF COMMON STOCK 

(after provision for preferred stock dividends) 

Based upon the number of shares outstanding 
at year end: 



Income before extraordinary expense. 

$ 2.31 

$ 2.17 

Extraordinary expense . 

.05 

-0- 

Net income . 

2.26 

2.17 

Based upon the average number of shares 
outstanding during the year: 



Income before extraordinary expense . 

2.29 

2.15 

Extraordinary expense . 

.05 

-0- 

Net income . 

$ 2.24 

$ 2.15 


The accompanying notes are an integral part of this statement. 
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Financial Review 


Consolidated Gross Sales 



1965 


1966 1967 1968 

Fiscal Year Ending In 


1969 


1965 112,873,000 1968 145,248,000 

1966 123,717,000 1 969 156,058,000 

1967 134,118,000 _ 


Rate of Cumulative Sales Growth 
From Year Ending February 29,1964 

(in percent) 

50 _ 


40 

■ 

30 _ 


I 

20_ 

H 1 


10 

■ ■ 

■i ■ ■ 1 
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1965 

1966 1967 1968 

1969 


Fiscal Year Ending In 


1964 (Base) 



1964 

100.00% 

1967 

124.01 

1965 

104.37 

1968 

134.31 

1966 

114.40 

1969 

144.30 


Consolidated 

Income Before Federal Income Tax 
And Distribution Thereof 

($ in thousands) 




Fiscal Year Ending In 
Income before Federal Income Tax 
Federal Income Tax 
Retained earnings 
Dividends Paid 


SALES 

Sales in the current year reached an all time high of 
$156,058,379. In addition to setting a new sales record, this 
represented a 7.4 percent increase over last year’s sales of 
$145,248,170. 

In all major categories of the company’s business, volumes 
reached new highs. 

The first sales chart indicates the gross dollar volume for the 
last five years, increasing from $112,873,000 in the year ending 
in 1965 to the present year’s total. 

The second sales chart shows the rate of cumulative sales 
growth from the year ending in 1964 which is used as the base 
year, through the current year. 


EARNINGS 

Consolidated operating income before federal income tax, 
reached a new record of $5,979,999 and would have resulted in 
a record earning per share, had it not been for the federal sur¬ 
tax of $322,082. The latter included $279,868 on the current 
fiscal year, and $42,214 on January and February, 1968. Since 
the tax was enacted on a retroactive basis after the close of the 
prior year, and was paid in the current year, the surtax on the 
prior year is shown in the income statement as an extraordi¬ 
nary expense. 

It should be noted that the federal income tax was reduced by 
an investment credit of $107,804 this year, compared to a simi¬ 
lar credit last year, of $125,041. 

The earning chart shows the amount earned before federal 
income tax for the last five years as indicated by the heavy 
black line at the top of each bar. The red area shows the federal 
income tax paid, the blue area the earnings retained in the 
business, and the green area the cash dividends paid. 

Reference to the chart indicates that income taxes advanced 
more rapidly than pre-tax earnings, having increased from 
$2,371,977 in the prior year, to $3,043,683 in the current year, 
an increase of $671,706 or approximately 25 percent over last 
year. 

The earnings per share based upon the number of shares out¬ 
standing at year-end, and before extraordinary expense, was 
$2.31 per share compared to $2.17 per share last year. Compu¬ 
tations based on various components are described in the State¬ 
ment of Income and Retained Earnings on page 5. 
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1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 

1 Fiscal Year Ending In | 



1965 1966 1967 1968 1969 

Fiscal Year Ending In 

1965 24,811,000 1968 31,491,000 

1966 26,724,000 1969 37,040,000 

1967 29,246,000 _ 


CAPITAL EXPENDITURES AND DEPRECIATION 

The Company continued its policy of reinvesting earnings in 
expansion and continuous remodeling of store facilities, adding 
such equipment as in-store bakeries, delicatessen departments 
and meat coolers for customized aging of meats. A substantial 
sum was expended for the new Cryovac Vacuum Meat Process, 
and meat testing laboratory, described elsewhere in this report. 
The largest expenditure was made in opening a new Harts Dis¬ 
count Department Store and providing for a new Big Bear 
Store not yet opened at year-end. 

Expenditures for additions to property, plant and equipment 
this year were $2,900,133 an increase of nearly $450,000 over 
last year. 

Depreciation charged to expense during the year was 
$1,928,463. 

The ten-year chart opposite, presents a graphic illustration of 
the policy of reinvesting earnings in excess of the depreciation 
charge-off. 

TOTAL ASSETS 

The assets of the Company have increased from $24,811,000 on 
February 28, 1965, to $37,040,000 at the end of this year, an 
increase of approximately 50 percent in four years. The in¬ 
crease has been rapid and continuous as indicated in the chart 
opposite. 

CASH DIVIDENDS 

The Company continued its dividend policy of paying $1.00 per 
share on common stock at the quarterly rate of 25 cents per 
share in cash, the same rate as last year. The total paid was 
$1,252,801. 

FINANCIAL POSITION 

The financial position of the Company remains strong. Net 
working capital of $15,673,161 was on hand at year-end, com¬ 
pared to $12,988,651 at end of last year, an increase of 
$2,684,510 (including a reclassification entry of $20,482). The 
increase was primarily because of the issue of $2,500,000 in 
principal amount of 7% Debentures due in 1988. 

The Source and Application of Funds statement appearing on 
page 10 analyzes the source of cash received and applied during 
the period, of $7,300,594. 

The ratio of current assets to current liabilities remains at 2.4 
to 1, being $26,746,105 to $11,072,944 at the end of this year. 
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BIG BEAR STORES COMPANY AND 

COLUMBUS, 

CONSOLIDATED BALANCE 

(with comparative figures 


ASSETS 



March 1, 

1969 

March 2, 
1968 

Current assets: 



Cash . 

$ 6,365,907 

$ 5,775,062 

Short term notes, at cost plus accrued interest. 

2,126,875 


Investments — marketable securities at cost, 

(Market value $210,750 and $223,250) . 

233,773 

235,081 

Receivables . 

391,083 

451,585 

Inventories, at lower of cost (first-in, first-out) or market 

16,724,409 

14,888,374 

Temporary investment in retail store properties. 

367,196 

238,699 

Prepaid expenses . 

444,468 

550,086 

Other current assets . 

92,394 

86,739 

Total current assets . 

26,746,105 

22,225,626 

Investments and sundry assets, at cost. 

101,534 

122,500 

Property, plant and equipment (at cost): 



Buildings . 

639,426 

624,074 

Store and warehouse fixtures and equipment. 

10,732,226 

10,249,291 

Leasehold improvements . 

7,720,065 

7,043,056 

Other depreciable assets . 

2,641,807 

2,321,860 


21,733,524 

20,238,281 

Less accumulated depreciation and amortization 

(Note B) . 

12,572,237 

11,620,379 


9,161,287 

8,617,902 

Land and construction in progress. 

865,962 

505,113 

Net property, plant and equipment. 

10,027,249 

9,123,015 

Deferred charges: 

Unamortized long-term debt expenses . 

165,749 

20,482 

Total assets . 

$37,040,637 

$31,491,623 


The accompanying notes are an integral part of this statement. 
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WHOLLY OWNED SUBSIDIARIES 

OHIO 

SHEET, MARCH 1, 1969 

for March 2, 1968) 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 

Notes payable — due within one year. 

Accounts payable and accrued expenses . 

Advance received on construction costs, less costs 

incurred . 

Federal income tax (includes $9,745.13 and $7,401 

for prior years) (Note C) . 

Estimated cost of redeeming Buckeye Premium 

Stamps issued and outstanding. 

Long-term indebtedness, due within one year 

(Notes D and E) . 

Total current liabilities . 

Long-term indebtedness and deferred income: 

Note payable . 

4%% sinking fund debentures due July 15,1974, less 
amount payable to sinking fund within one year 

(Note D) . 

7% sinking fund debentures due November 1,1988 
(subordinated) less amount payable to sinking 

fund within one year (Note E) ... 

Deferred federal income tax . 

Deferred income on unredeemed Buckeye Premium 

Stamps and other items. 

Total liabilities and deferred income. 

Stockholders' equity (Note F) 

Prior preferred stock, 5% cumulative, $100 par: 
Authorized 3,500 shares: 

Issued 2,024 shares. 

Common stock — stated value: 

Class A, $.33% par value (Notes G and H) 

Authorized 2,000,000 shares: 

Issued at March 1,1969, 1,129,096 shares 
of which 29,898 are held in escrow .... 
Class B, $.33% par value (Note G) 

Authorized 500,000 shares: 

Issued at March 1, 1969, 186,766 shares.... 

Paid in surplus (Note G) . 

Retained earnings . 

* Cost of Class A common stock held in treasury — 

(45,805 and 19,490 shares) . 

Total stockholders' equity. 

Commitments and contingent liabilities (Notes I and J) . 

Total liabilities and stockholders' equity. 


March 1, 
1969 

$ 250,000 

7,273,067 

500,000 

1,050,755 

1,799,122 

200,000 

11,072,944 

90,000 

998,500 

2,400,000 

21,618 

374,719 

14,957,781 

202,400 

4,580,897 

951,421 

16,806,188 

(458,050 ) 

22,082,856 

$37,040,637 


March 2, 
1968 


$ 500,000 

6,719,244 

143,971 

1,775,760 

98,000 

9,236,975 

90,000 

1,098,500 

7,401 

365,837 

10,798,713 


202,400 


4,450,841 

929,908 

132,090 

15,172,571 

(194,900 ) 

20,692,910 


$31,491,623 
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Comparative Consolidated Statement of Source and Application of Funds 

FOR THE FISCAL YEAR ENDED MARCH 1, 1969 
(With comparative figures for the fiscal year ended March 2, 1968) 


Fiscal Years’ Ending In 



1969 

1968 

Source of funds: 



Net income . 

$2,886,418 

$2,821,490 

Depreciation . 

1,928,463 

1,835,659 

Proceeds from issue of 7% debentures (net) . 

2,347,540 

— 

Decrease in sundry assets . 

20,966 

78,960 

Loss on disposition of assets . 

67,436 

55,470 

Increase in deferred income. 

8,882 

58,169 

Proceeds from sale of stock — net . 

19,479 

35,397 

Increase (decrease) in deferred federal income tax. 

14,217 

(3,573) 

Amortization of bond discount and expense. 

7,193 

5,187 

Total Funds Provided . 

$7,300,594 

$4,886,759 

Application of funds: 



Increase in working capital. 

$2,684,510 

$ 875,539 

Additions to property, plant. 

2,900,133 

2,463,632 

Cash dividends . 

1,252,801 

1,252,688 

Reduction in long-term debt. 

200,000 

100,000 

Acquisition of treasury shares . 

263,150 

194,900 

Total Funds Applied . 

$7,300,594 

$4,886,759 

ANALYSIS OF INCREASE IN WORKING CAPITAL 




Increase 

(Decrease) 


Current Assets 



Cash on hand and in banks. 

Short term investments . 

Investments . 

Receivables. 

Inventories . 

Temporary investment in retail store properties . 

Prepaid expenses . 

Other current assets . 

Total current assets . 

$ 590,845 
2,126,875 
(1,308) 
(60,502) 
1,836,035 
128,497 
(105,618) 
5,655 
$4,520,479 


Current Liabilities 



Notes payable . 

Accounts payable and accrued expenses . 

Advance received on construction costs-net . 

Federal income tax . 

Estimated cost of redeeming Buckeye Premium Stamps. 

Long-term indebtedness due within one year. 

Total current liabilities . 

Net increase in working capital. 

$ (250,000) 
553,823 
500,000 
906,784 
23,362 
102,000 
$1,835,969 
$2,684,510 
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BIC BEAR FARMS — showing some of the top-grade steers carefully selected from herds all over the 
country. Here, and at other major Meat Packers and Supplier Feeding Lots including Swift & Co., Armour 
& Co., Hygrade Packing Co., David Davies Co., and The Ohio Packing Co., these specially selected young 
steers are brought to the peak of taste and tenderness perfection thru a carefully selected feeding program 
that has been designed to retain all of the natural goodness in the beef. Big Bear's Tender-Fed Beef must 
grade U.S.D.A. Choice or better to meet our rigid standards ... and the result is the very finest quality 
Beef available in the entire Mid-West. 

BIG BEAR TENDER-FED BEEF - AN EXCITING 
ADVANCE IN MEAT PROCESSING! 

At Big Bear, we START with the very BEST meats available ... and then, through a succession of carefully 
designed steps, we make our meats even BETTER! 

Just how this is brought about is the result of a number of years experience in Meat Processing plus the vast 
strides that modern science and technology have made available to us ... all of which we have incorporated 
into our own ultra-modem Meat Processing Operation. 

We start with the very finest quality Beef Cattle obtainable ... steers that are carefully selected by our staff 
of experienced buyers from quality herds throughout the country. These steers then undergo a carefully 
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IMMEDIATELY after the Beef Quarters are received 
at our own Modern Meat Processing Plant, a team of 
skilled Meat Cutters give the Beef its initial quality 
inspection and trim. At this point, all visible excess 
bone, fat, and other waste materials are carefully re¬ 
moved and discarded, and the meat passes on to the 
next step of its journey into the Vacuum-Packing 
Operation. 


supervised feeding program at Big Bear Farms (See 
Picture No. 1) and other selected feeding lots. Then, 
after the steers are brought to the very peak of perfec¬ 
tion, they are processed ... and rushed to our own Big 
Bear Meat Plant located in Columbus, Ohio. 

Immediately upon arrival at our Meat Plant, the Beef 
Quarters are placed on an overhead rail system to ex¬ 
pedite their passage and processing. First stop is a 
quality inspection and trimming point where the Beef 
receives its initial trim. Here, all visible bone, fats, 
and other waste materials are carefully removed and 
discarded (See Picture No. 2) to insure that only lean, 
red meat will be further processed for ultimate ship¬ 
ment to our stores. 

The Beef Quarters are then passed along to a point 
where they are removed from the rail and cut into 
more easily handled and less bulky portions by means 
of a Power Saw. (See Picture No. 3) From here, the 
Beef Portions are placed upon a Conveyor System 
where a crew of expert Meat Cutters remove all re¬ 
maining waste materials and ready the portions for 
further processing in the Vacuum-Bagging process. 

The next stop is the actual insertion of the Beef Por¬ 
tions into the sterilized Plastic Cryovac Bags. Here, a 
duo of handlers carefully bag each piece of meat and 
pass it along to the next station (See Picture No. 4) 
where the individually bagged portions of Beef are 
placed upon a specially designed machine that re- 


VPOI\ REACHING THIS POJDIT . 
an experienced crew of Cutters re¬ 
duce the bulky Beef Quarters into 
more easily handled portions by the 
use of a Power Saw. Following this, 
the Beef passes along a conveyor 
system where it receives a final trim 
and inspection by a team of Meat 
Specialists who prepare the por¬ 
tions for their final leg of the 
Vacuum-Packaging Operation. 
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moves all of the air from inside each bag, thus forming 
a complete vacuum (See Picture No. 5) ... free from 
all possibility of outside bacterial contamination. 

Immediately following this, the now Vacuum-Bagged 
Beef Portions undergo a specially designed heat-bath 
which further aids in drawing the Cryovac Bag closer 
around the Beef Portions and they are then passed 
along to their final step... that of weighing and box¬ 
ing for storage and aging. 

During storage, the now Processed Beef Portions are 
allowed to complete their aging in a temperature con¬ 
trolled bacterial free environment securely encased in 
their sterile vacuum-packaging. During this two week 
aging period, the Beef Portions are brought to the 
utmost of taste and tenderness prior to being shipped 
to our stores. 

This new Vacuum-Packaging Cryovac Process has 
already proven its worth to us many times over. Cen¬ 
tralized Trimming, Boning, and Cutting has elimi¬ 
nated the necessity of bulky storage of large Beef 
Quarters at our Plant as well as that of shipping cum¬ 
bersome Beef Quarters to our stores for processing 
there. Now, each store need order and receive only 
such portions that they can readily use ... that can be 
easily cut into the individual steaks and roasts in the 
store for merchandising to our customers. (See Pic¬ 
ture No. 8) This has proven a tremendous savings in 
time, convenience, and operating costs, while at the 



THIS DUO OF MEAT PROCESSORS is shown insert¬ 
ing the Beef Portions into specially designed Plastic 
Cryovac Bags. Throughout the entire operation, care¬ 
ful supervision in handling guarantees wholesome¬ 
ness and bacteria-free surroundings so that the Beef 
that is inserted into each sterilized bag is of the 
utmost purity in conformity with our high Big Bear 
standards. 



SPECIALLY DESIGNED MA¬ 
CHINES , operated by trained per¬ 
sonnel, now complete the process 
with the bags being inserted onto 
the Vacuum-Pulling Apparatus at 
which time all air is removed from 
the bags and the Beef Portions, now 
tightly sealed in their Plastic Cry¬ 
ovac Bags, are in a bacteria-free 
vacuum and can proceed along the 
processing line for final storage and 
aging. 
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Hl(, IIE.4R MAINTAINS a complete modern laboratory 
facility right in our Meat Processing Plant. Frequent 
checks are made by a Graduate Micro-Biologist to in¬ 
sure the cleanliness of both the meats as well as the 
surroundings in which they are processed. Shown here, 
the Technician is using a Bacteria Counter to evaluate 
samples collected earlier in the day from various vantage 
points throughout our Meat Plant. 



QUALITY CONTROL is similarly a responsibility of the 
Big Bear Laboratory. Here, regularly collected samples 
of Ground Beef and other Meat Products are received 
daily from each of our stores for evaluation in our Quality 
Control Center. 


A TYPICAL BEG HEAR MEAT DEPARTMENT is shown at 
right. It is here in the store, that the final step in our Meat 
Processing Operation takes place with the bulk Beef Portions 
being cut into individual Steaks and Roasts. In addition to an 
appealingly merchandised variety of prepackaged meats on dis¬ 
play, Big Bear Meat Departments readily cut special steaks, 
chops, and roasts to meet the customers special needs and 
preferences. 


same time, it enables each store to order out those 
Beef Portions that will afford their customers the 
variety of meats that they prefer. 

Throughout the entire process, extreme care and 
watchfulness assures the utmost in cleanliness and 
purity of our meats. Big Bear maintains a complete 
modern laboratory within our Meat Processing Plant 
(See Picture No. 6) staffed by a Graduate Micro- 
Biologist whose responsibility is that of making fre¬ 
quent daily checks of both the meats themselves as 
well as the equipment and surroundings in which they 
are processed in order to further guarantee this aim. In 
addition, a Quality Control Center is similarly main¬ 
tained (See Picture No. 7) where regular samples of 
Fresh Ground Beef and other Meat Products are daily 
received from our stores and evaluated thus insuring 
that they, too, are of the highest quality in keeping 
with our rigid Big Bear Standards. 

Our Big Bear Meat Processing Operation is one upon 
which we can look with justifiable pride ... confident 
that we are bringing to our customers the very finest 
and freshest meats that money can buy. And, as new 
and improved efficiency methods present themselves 
in the years ahead, both you our investors, as well 
as our many customers, can rest assured that Big Bear 
will incorporate them into our operation following 
their proper evaluation from the standpoints of qual¬ 
ity, sanitation, savings, and service. 
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NOTES TO FINANCIAL STATEMENTS MARCH 1, 1969 


NOTE A — PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements include all subsidiary 
companies, all of whose stock is wholly owned. All inter¬ 
company transactions have been eliminated. 


NOTE B — DEPRECIATION POLICY 

Depreciation of property, plant and equipment acquired 
prior to 1954 and subsequent acquisitions which do not qualify 
for accelerated depreciation methods under the U. S. Revenue 
Act of 1954, has been computed on a straight line basis over 
various estimated useful lives or lease lives. Depreciation on 
additions since March 1, 1954 which qualify for the faster 
depreciation write-off generally have been depreciated on the 
sum-of-the-years digits method. Depreciation claimed on the 
federal income tax returns filed by the Company is consistent 
with that reflected in the corporate financial statements. 


NOTE C — FEDERAL INCOME TAX 

The provision for federal income tax expense includes the 
following: 



52 Weeks 
Ended 

53 Weeks 
Ended 

Federal income tax incurred 

March 1, 1969 

March 2, 1968 

for current year . 

$2,847,111 

$2,498,547 

Surcharge on current year. 

Deferred taxes resulting from 

279,868 


premium stamp operation . 

8,640 

(3,573) 

Investment credit. 

Federal income tax on 

(107,804) 

(125,041) 

operating income . 

Federal income tax applicable 
to extraordinary items: 

Retroactive surcharge paid 
in current year applicable 
to January and February, 

$3,027,815 

$2,369,933 

1968 . 

Tax effect of cost of listing 
stock on the American 

42,214 


Stock Exchange . 

Provision for federal 

(26,346) 


income tax on prior year.. 


2,044 

Total provision . 

$3,043,683 

$2,371,977 


NOTE D—4^% SINKING FUND DEBENTURES 

The aggregate principal amount of debentures and addi¬ 
tional debentures which may be issued by Big Bear Stores 
Company, under the original indenture or indentures supple¬ 
mental thereto of this issue, is $4,750,000, subject to certain 
restrictions included therein. The total amount issued to date 
is $2,500,000. 

As and for a sinking fund for the retirement of debentures 
prior to their expressed maturity, the Company is required to 
deposit with the trustee on November 1, of each year, to and 
including November 1, 1973, cash in the amount of $100,000, 
unless or until additional debentures are issued. 

By action of the holders of two-thirds in principal amount of 
said debentures, the portion of shareholders equity which may 
not be paid out in dividends, is one and one-half times the prin¬ 
cipal amount of debentures outstanding at the time of such 
declaration. No restriction is imposed on retained earnings at 
March 1, 1969 under this indenture. 


NOTE E — 7% SINKING FUND DEBENTURES 
(Subordinated) 

On November 7, 1968, $2,500,000 in principal amount of 7% 
debentures were issued, dated November 1, 1968 and due 
November 1, 1988. These are subordinated to the debentures 
issued under the July 15, 1954 indenture. As and for a sinking 
fund for the retirement of this issue prior to their expressed 
maturity, the Company is required to deposit with the Trustee 
on November 1, of each year, commencing November 1, 1969, 
the sum of $100,000.00. 

This indenture also provides that only the excess of share¬ 
holders equity over one and one-half times the principal 
amount of debentures issued thereunder and outstanding at the 
date of such declaration may be paid out in dividends. No 
restriction is thus imposed on retained earnings at March 1, 
1969. 


NOTE F —PREFERRED STOCK 

In addition to the capital stock shown on the balance sheet, 
36,000 shares of preferred stock have been authorized but none 
issued. When and if issued, the preferred shares ($100 par 
value, entitled to $5 cumulative dividends) will be preferred 
as to dividends and liquidations over any other class of shares 
except prior preferred shares. No sinking fund for redemption 
of shares is required. 


NOTE G — COMMON STOCK — PAID-IN 
SURPLUS —STOCK OPTIONS 

As approved by the share owners on October 24, 1968, the 
authorized Class A common stock of the Company was in¬ 
creased from 1,300,000 to 2,000,000 shares and the authorized 
Class B common stock was increased from 265,000 to 500,000 
shares. By action of the shareholders on December 7, 1968 the 
pre-emptive rights of both classes were eliminated and the 
Class A stock was granted voting rights; in addition, the Class 
B stock was granted voting rights of 10 votes per share on all 
matters except in the event of the granting of stock options and 
in certain mergers, on which latter proposals the Class B com¬ 
mon stock would be permitted only one vote per share. 

The Articles of Incorporation were amended by shareholders 
on October 24, 1968 pursuant to recommendation of the Board 
of Directors to the effect that “the aggregate stated capital for 
each class of outstanding shares with par value shall be not less 
than the aggregate par value of the outstanding shares of each 
class and shall be the aggregate amount paid therefore plus, in 
the event of share dividends, the market value of such shares 
declared as dividends on the dividend payment date.” Pursuant 
to this amendment $151,568.00 was reclassified from paid-in 
surplus, $130,055.00 of which was transferred to the stated 
value of Class A common stock and $21,513.00 to the stated 
value of Class B common stock. 

At March 1, 1969, options for 19,275 shares of Class A com¬ 
mon stock were outstanding and exercisable under the 1968 
Qualified Stock Option Plan adopted by the Board of Directors 
on March 20, 1968, under which options were granted to man¬ 
agement employees for the purchase of 20,000 shares of Class 
A common stock at the fair market value at the date the options 
were granted, of $17.75 per share. Fifty percent of these out¬ 
standing options must be exercised by March 20, 1970, and the 
balance by March 20, 1972. During the year 725 shares were 
issued under this plan. 

During the year 2,840 shares of the Class A common stock 
were issued under the Employees Stock Option Plan adopted 
by the Board of Directors on November 18, 1966 at $14.88 per 
share. This completes the stock options available under this 
plan. 


15 























NOTE H — CLASS A COMMON STOCK 
IN ESCROW 


29,898 shares of Class A stock is in the hands of an Escrow 
Agent, held under the terms of an escrow agreement dated 
January 12, 1957. 


Under the “Agreement for Exchange of Stock’’ dated Jan¬ 
uary 12, 1957, preferred stock may be issued in exchange for 
shares of Class A common stock, unless the company shall have 
acquired all of the 29,898 shares now in escrow in accordance 
with the schedule therein. The basis for the exchange and/or 
the amounts required are as follows: 


May 15, 1969 


Number of 
Common 
Shares 


Number of 
Preferred 
Shares 


Exchange or 
Purchase 
Value 


29,898 2,989.8 $298,980 


It is the present intention of management to meet the May 
15, 1969 requirement by the purchase of 29,898 shares. 

The Class A common stock remaining in Escrow will share 
equally in dividends with all other common shares up to but 
not in excess of 16 2 / 3 £ cash per share per calendar year, until 
such time as said shares are released from Escrow. 


NOTE I — LEASE COMMITMENTS 

At March 1, 1969, leases were in effect on warehouses, the 
general office, parking lots, and stores (operating stores and 
stores under construction) which provide for an annual net 
rental (not including real estate taxes or other expenses pay¬ 


able under the terms of certain of the leases) of approximately 
$416,900 on leases expiring during the ten year period from 
March 2, 1969 to March 1, 1979; for approximately $1,314,200 
on leases expiring during the ten year period from March 2, 
1979 to March 1, 1989; and for approximately $327,500 on 
leases expiring after 1989. Leases on stores to be constructed 
are not included in the above figures. 

In computing these amounts the rental income on subleases 
has been deducted from gross rentals. Most store leases have 
renewal clauses exercisable at the option of the Company, with 
little or no increase in annual rental. Certain leases provide for 
additional rental payments based on sales volume, which 
amounts are not included in the net rentals shown, because of 
the indeterminate nature of the rentals. 


NOTE J — PENSION AND PROFIT 
SHARING PLAN 

The Corporation has non-contributory pension plans cover¬ 
ing all full time hourly and salaried employees. At March 1, 
1969 all past and current service liabilities, determined on an 
actuarial basis, were fully funded by assets held in various 
pension trust funds. In addition, the Company has a profit 
sharing plan providing deferred compensation incentives for 
eligible employees, under which, contributions are made each 
year to a separate profit sharing trust, in compliance with the 
formula contained in the profit sharing trust indenture. 

Total pension and profit sharing costs charged against opera¬ 
tions were $634,962 in the current year compared to $360,612 
last year. 


OPINION OF INDEPENDENT ACCOUNTANTS 

E. C. REDMAN 

CERTIFIED PUBLIC ACCOUNTANT 
79 E. State Street Columbus, Ohio 

May 10, 1969 

TO THE SHAREHOLDERS OF BIG BEAR STORES COMPANY 


We have examined the consolidated balance sheet of Big Bear Stores Company and subsidiaries as 
of March 1, 1969, and the related statements of consolidated income, retained earnings and source and 
application of funds for the year (Fifty-two weeks) then ended. Our examination was made in accor¬ 
dance with generally accepted auditing standards, and accordingly included such tests of the account¬ 
ing records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, such financial statements, present fairly the financial position of Big Bear Stores 
Company, and subsidiaries as of March 1, 1969 and the results of their operations for the year (Fifty- 
two weeks) then ended, in conformity with generally accepted accounting principles applied on a basis 
consistent with that of the preceding fiscal year. Also in our opinion, the accompanying statement of 
source and application of funds presents fairly the information shown therein. 

E. C. Redman 
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